THE AGE OF MACHINERY
England to create an inconvertible paper currency; then in
1925 the gold standard was again restored on the basis of
the pre-war parity.1 cNo one would dream of disturbing the
settlement so arrived at,' it was authoritatively affirmed;
within three years of this confident prediction the settlement
had been shattered.2
The early history of banking has been sketched in a previ-
ous chapter. At the opening of the nineteenth century the
sole joint-stock bank was the Bank of England, which
enjoyed the right to issue notes. The right was shared, not
by other London banks which had discontinued the practice,
but by country banks now numbering nearly four hundred.
A new era in banking was ushered in by the act of 1826
which permitted a joint-stock bank, without limitation as to
the number of persons comprising it, to be set up outside a
sixty-five mile radius from London; and these country joint-
stock banks opened branches. Next came the act of 1833
which acknowledged the claim of corporate bodies in
London itself to conduct banking functions except the issue
of paper money: the first to take advantage of the opportunity
was the London and Westminster Bank founded in 1834.
The Bank Act of 1844 completed the series of legislative
measures which formed the basis of the modern structure of
English banking. This famous enactment embodied the
principle that the amount of'bank money5 (bank notes) which
may be issued should be regulated by the amount of gold held
in the Bank of England. It laid down that the latter might issue
notes up to fourteen million pounds against securities, and
that any excess must be against coin and bullion. No other
banks could issue notes other than country banks already
exercising the privilege, and they were limited to the total
of their current issue. Their rights lapsed if they became
insolvent or were absorbed by another bank: in such cases
the Bank of England could increase its own issue to a corres-
1 The gold sovereign, however, was not restored to circulation.
2 In 1931. See Chapter Fifteen.
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